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  Figure 1 – The effect of θp on real growth 







































Figure 2 – The effect of θw on real growth 





































 Figure 3 – The effect of money growth on real growth 







































Figure 4 – The effect of money growth on real growth for different values of θp 







































After a 0.1% increase in θp
 Figure 5 – The effect of money growth on real growth for different values of θw 









































After a 0.1% increase in θw
 
 
Figure 6 – The effect of money growth on welfare 














































































 Figure 7 – The effect of money growth on real growth and welfare for generalized preferences 
 
(a) 


























































































































The intertemporal elasticity of substitution for working time is set equal to 5. Figure 8 – The effect of money growth on real growth and on wage contract length with endogenous labour contract duration 
 
(a) 












































































The intertemporal elasticity of substitution for working time is set equal to 5. 
 Table 1 – Model selection criteria 
  Whole sample: specification I  Whole sample: specification II 
  Polynomial order  Polynomial order 
Criteria  1 2 3 4 1 2 3 4 
Mallow’s 
CL 
















2413.22  2417.393 2421.543 2426.707 1140.4  1143.435 1148.519 1153.856
 
 
Table 2 - Coefficient estimates and t-statistics of the control variables 
Specification I  Specification II   
OLS 2SLS OLS 2SLS 
Inflation  -0.09* -0.09 -0.16*  -0.23* 
t-statistics  -4.76 -1.23 -4.51 -2.15 
GDP  per  capita  -4.74* -4.76* -6.46* -6.57* 
t-statistics  -8.25 -6.50 -7.01 -6.95 
Population  Growth  1.50*  1.50* 0.64 0.70* 
t-statistics  9.12 8.93 1.92 2.02 
Investment/GDP  0.20* 0.20* 0.30* 0.31* 
t-statistics  7.73 7.17 8.15 8.06 
Government  consumption/GDP  -0.03 -0.03 -0.02 0.01 
t-statistics  -1.30 -1.00 -0.70 0.02 
Education  0.19 0.19 0.11 0.08 
t-statistics  0.96 0.85 0.46 0.33 
Terms of trade growth  -  -  0.11*  0.11* 
t-statistics -  -  3.07  3.11 
Terms of trade standard deviation  -  -  0.89*  0.86* 
t-statistics -  -  2.22  2.14 
First-stage  F-statistic  (p-value)  - 0.00 - 0.00 
Hausman test (p-value)  -  1.00  -  1.00 
Adjusted R
2  0.56 0.56 0.60 0.60 
Observations  462 462 236 236 
*: significant at the 5% level. The models also include a set of country and time-period dummies. 
 Table 3 – Robustness checks for model selection criteria 
  Developed countries: specification I  Developed countries: specification II 
  Polynomial order  Polynomial order 
Criteria  1 2 3 4 1 2 3 4 
Mallow’s 
CL 
















610.8278 610.7271 611.5647 613.8869 540.6503 544.8593 548.2613 551.1112
 
  Developing countries: specification I  Developing countries: specification II 
  Polynomial order  Polynomial order 
Criteria  1 2 3 4 1 2 3 4 
Mallow’s 
CL 
















1710.434 1716.074 1719.842 1725.030 598.3198 602.1872 606.6817 610.6177
 Table 4 – Model selection criteria using 8 years averages 
 
  Developed countries: specification I 
  Polynomial order 
Criteria  1 2 3 4 
Mallow’s 
CL 
















309.9811 314.2387 317.6189 321.827 
 Figure 9 – Semiparametric estimation of the effect of inflation on economic growth 
 
Specification II: Whole Sample 














Specification II: Developed countries 















Specification II: Developing countries 















Specification I: Developed countries 8 years averages 















Note: π is the inflation rate, g(π) is the partial effect of inflation on real economic growth. The other regressors included in the estimated 
model are showed in Table 5. Dotted lines mark 95% confidence intervals. Table 5 – Coefficient estimates and t-statistics of the control variables of the semi-parametric 
estimation of the inflation-growth nexus 
Specification II  Specification I   
All Developed  Developing  Developed / 8 
years averages 
GDP per cap  -6.44*  -5.54*  -6.02*  -4.96* 
t-statistics -7.07  -4.27  -4.34  -3.92 
Population Growth  0.65  1.09*  0.71  0.94 
t-statistics 1.97  2.44  1.30  1.93 
Investment/GDP 0.31*  0.19*  0.34*  0.17* 
t-statistics 8.33  2.90  5.20  2.58 
Government consumption/GDP  -0.01  -0.10*  0.05  -0.08* 
t-statistics -0.35  -2.61  0.69  -2.54 
Education 0.10  0.45*  -0.32  0.36 
t-statistics 0.45  2.07  -0.64  1.85 
Terms of trade growth  0.10*  0.12*  0.10  - 
t-statistics 3.04  2.81  1.73  - 
Terms of trade standard deviation  0.86*  -5.22  0.83  - 
t-statistics 2.15  -1.41  1.37  - 
*: significant at the 5% level. The models also include a set of country and time-period dummies. 
 
 
 